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___ ___ ___ ___ ___PREFACE

As the tit~le suggests t-his is a study of the personnel
costs involved with retainivi,& or rerphcina Air Force Officers.
T'he workr is lim~ited to the four cnreer Arens of pilot,
npviep~tnr, engineer, And rp'intevxpnce officer.

mhe nroiect is divided into five chpnters. lbmpter one
discusses the rur-nose behind the study, the sixm-ificpnce of
the nrobler, And the externml snd- intprnpl lirmitntions Tnl~ced
ovi the :mnvsis. Oiprter two expl' ins the r.-tiorple behind
the nresent Air Force nrorotion systey' while citing the
Pdv~ritpes of keening the officer corns fresh with renlhcenen-s.
(Pipter three lool4s Pt the need for erperience in the Air
Force And stresses the good roints concerning retention.
'Theoter Oour is bpsicply an anslysis of the costs involved
in the acoulsition, treining, qgeinL7, Pnd retirevient of
officers in epeb of the four investirpted cnreer fields.
The fjlpl. cheuter suiryi'prizes the results of the snplysis P'nd ip
orqpnizes the findings into conclusions And recoirn~edptions.

This nroiect wms recuested by Ypjor Willipr S. Yorgpr, A
remiber of the Air Force TVnnower Pnd Personnel (7enter, Rnndolph

AB1?xqs. Th-qnks Pre in order to Wsjor Morgan And to his
)oss, Lieutennnt Colonel Bprry I. Bprnes, for the Able
mssistpnce they hpve contributed to this Droject.
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EXECUTIVE SUMMARY A
Part of our College mission is distribution of the A
students' problem solving products to DoD
sponsors and other interested agencies to
enhance insight into contemporary, defense
related issues. While the College has accepted this
product as meeting academic requirements for
graduation, the views and opinions expressed or
implied are solely those of the authot and should
not be construed as carrying official sanction.

" inaights into tomorrow"

REPORT NUMBER Rh 1719

AUTHOR(S) WAJOR ALFRED P. VCORAC YEN, USAF

TITLE COST OF OFFICER RETENTION VERSUS REPLEA(EN

I. Purpose: To present a cost analysis which will enpbe..
personneTl hlanners to assess the costs involved in retaininp,-
rerlcirg, or removinA_ officers in each of the four inves-
tipated career Pields.

II. Probler: Cost reduction is a lrobler which becone Pcute
for the militry with the incertion of the all volunteer force.
Findinp the most cost effective wpv to yrn-Pe t'e lersonne.
Pnd of the Air Force receives Attention froyr the highest levels
oe Povernment. T)eteryrininp. the costs involved in nersonne'
ceoulsition, training, Pmein., retirerent, and benefits wil

contrilute to a nore inforred decision m,'irpinp vrocess.

TT. .ta: 'he need for a vitni,younf force an the desire
to kee-and nrorotp only the very best officers Pre stron.
arruynents in favor of the present Air Force rromotion svste.-.
Althoueh current Pir Force Dolicy nows for the continuntion
of some officers who hr've been nssed over "or Drorotion, the
svsem is Aesipned to eliminate those csrtainP nnd maiors who
twice fpil Drorotion to the newt hisher Prmde. There is a
nrice to be nil for repovP1 Pnd renlacement of slei'led officers.

.vi..
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CONTINUED ___

That price is paid in the form of lost exoerience and increased .9
expenses for accession and trairing. For pilots and npviptors
the cost of continuous replacement and retrainlng far exceeds
the expenses incurred by retainina an officer to retirement.
'"he case for engineers Pnd maintenance officers is not cuits
so clear cut. Certain replacement scenarios are less costly ..
thAn some retention cpses, however, the opposite is also true.
Ynats is also provided which indicates the cost of retaininp,
coptains, malors, and lieutenant colonels for thirty years.
Tibs information is used in comparison to cost models which
show the expehr" of replpcement in various combinptions.

IV. Conclusions: The analysis heavily favors retentior of
pilots ane neviPators when cost is the only consideration.
The results for engineers and maintenance officers was rela-
tivelv nentraq. It a! so becomes important to ea1'e a new loo--
at extending the continuation policy due to the significant
savings which can be realized through Droprpm expansion.

V. Recommendations: The Air Force can reD great rewprds
by reducing accession and trainina costs. One wsv to do this
is to reouire a longer commitment from all Pccessions. The
recommended learth of the contract is eight Vears. Another
waV to decrease training outlPys is to allow more rassed over
officers to remain on active duty nrovidine they Pre fully
oualified. The most important recommendption is to use this
study in combination with personnel surveys ad feedbpcV from
the field to mpximize the benefits of epcb.

vii
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Chapter One

IN T.RO DUO 'ION

PROBLEY SIGNIFICANCE

A continuing problem fecing Air Force leadership is man-
Dower cost reduction. The particular focus of this project
is to determine personnel costs associated with four typical
Air Force officer career fields. The career areps chosen Pre:
Pilot, Navigator, Engineer, and Maintenance Officer. The
first three were chosen due to the high level of attention 0
these career fields received in light of the retention and
accuisition problems experienced by the Pir Force in the late
1070's. The maintenance officer career field was chosen as
representative of the personnel costs associated with the
typical support officer. The statistics are applied to each
career field so that replacerent costs can be calculpted for
an officer who leaves the service at the six to eleven yenr
point or for an officer who is forced out at the twelve to
fourteen year point in his career. These costs are compared
to the dollar fiaures for retaininsT an officer throueh retire-
ment. Through fiscal cor'parison recormendations are presented
which address retention, replacement, and reduction of personnel
for epch investizated career field.

The driving force behind this project is the Retention
Working Group at the Air Force Manpower Pnd Personnel Center
(A MPC) . The. workinz' group 'has P renuirerent to continuAlly
update the factors which affect retention and replacement of
personnel. Their interest in just such an analysis as this
was intensified by recent lonaressional attacks on the mili-
tarv retirement system. Allegations th,?t militery retirement
Day is too generous and too costly for the nation recuire
answers backed by analysis (11:3). Lieutenant General Y:erneth
Peek, Jr. best expressed the serviceman's opinion when he
publicly proclaimed that the military retirement system is
"viewed by our members as the most stable end enduring incen-
tive for a military career" (q:1). Although this project is
lirited to four officer career fields the spme anplysis could
easily be applied to any military cvrreer field. Another factor
which influenced the subject of this study is the orovision in
the l~efenee Officer Personnel ?aneaement Act of 1980 (T)OPMA)

1 - ;
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I]
which provides for the release (prior to retirement eligibility)
of officers up through the grade of major who twice fail
promotion (1:30-31). Although the Air Force presently has a
limited continuation policy which allows some officers to
remain until. they are eligible for retirement, P fiscPl Pnalysis
is necessery to determine the advisability of policy continuance.

These are only two recent factors which bear on the retention
of a ounlity Air Force. However, the Inraer perspectives of
the U.S. econom'y, work environment perceptions, end the area
of pay and benefits must be considered in long rr'nge plennine
and projection (3:615-619). ',11 of these fectors require the
common bpsis established by a retention vice repincement cost
model, and that is the significant AFVPC interest which ganve
rise to this project.

PURPOSE

High Pttrition rates for pilots and navigators in 10

comppred with high retention rates in 1982 and 1083 point to
P "feast or fpmine" outlook for personnel planners.(7:2). The
present Air Force pilot shortee coupled with an improving
civilian economy end airline hiring estimptes which indicate
the current year need for as many as 4000 Pircrew hires
(nearly four times the 1082 hiring level) cpuse problems for
the personnel system.(8:1). !lthough this project is not
desipned to predict future retention trends, this study revre-
sents P cost anilysis which will ennble plpnners to assess
the costs involved in retaining, replacing, or removing
officers in epch of the four investigated career fields. The
purpose of this project, therefore, is to compare the financial
investment recuired to retain or re-lace an Air Force officer
-nd to present recommendations in this area for each of the
career fields.

SOLUTION TECHNIQUE

The method used to establish the besic cost analysis depends
on four factors. First, figures gatbered must be verifiable in
1983 dollprs. To accomplish this analysis figures (exceptions
designated by asteris' and documentation cited) were tal'en
directly from or were derived from statistics compiled in
APR 171-1. Second, an investment factor is applied to all
replacement figures to account for losses in buying power not
attributable to inflation. mbird, an experience factor is
,ppliel to replacement fitures to account for capability losses "
due to inexperience. Finally, several basic assumptions must
be made which ipply to the overall analysis (see limitptions).
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No preconceived ideas are applied to this study as it is
rrimarily en objective treatment of costs associpted with
scouisition, trainina, ageing, end retirement of Air Force
officers. The conclusions and recommendations are the thouphts
of the author only and are not to be construed to be the
position of the U.S. Air Force or any agency thereof.

LIMI TATIONS 0

There are two basic limitations to this study. They are:
the source and, therefore, the accuracy of the figures used,
and the assumptions which are intended to standardize the
calculations for each career field. The first limitation is
inherent in any statistical analysis. There are several ways
to calculate life cycle pey, allowance, and retirement fiPures.
For this study these amounts were determined by usina the tables
in APR 173-13 which displPy averaze py for each grade.(17:36-37).
These same computations were made using individual pay tables.
The result was a much more complicated analysis which yielded
total cost figures within ten percent of the numbers achieved
by using average pay. A similar situation exists for the
figures used to determine ageinR costs. Larae increases or
decreases (up to a factor of one half the total. ageing cost)
in this fiture results in less than a ten percent overall
chanre in the life cycle cost to the Air Force. Therefore,
the author is confident that any accurate set of statistics
may be applied to this model, and the results will lead to
similar conclusions.

he second limitation of this project defines the primary
assumptions. They are listed here to give the reader an eprly
indication of the scope and direction of the anplysis.

A. Relative economic stability for the U.S.

B. Work force capable of producing officer replacements.

C. Air Force Academy output remains constant.

T). ROTC output remains constant with flexibility in type
of degree offered.

S. Officer separations will be considered only after the A_
six year career point.

F. Costs are figured in 19I3 dollprs.

. ~Annupl cost of living pay increases wills verppe at
or below the inflation rate.

3



H. Average retirement Pge of 43 for 20 year retirees;
48 for 25 year retirees; 53 for 30 year retirees.

I. verae life expectancy after retirement is to age 70.

J. The retained captain will be limited by the rank of
lieutenant colonel.

K. Investment opportunity cost (factor applied to training
costs which are lost from hardware buying potential) is
defined as the current interest rate minus the current
inflation rate multiplied by the investment. Present
nercentage is (11% - 5%) or 6%.

L. Experience factor is cuentified as the difference in
psy between an experienced and an inexperienced officer.
(i.e. the Air Force is willing to pay a major an average
annual salary of $42,445 while they are only willing to
pay a second lieutenant $20,633. The major's experience
is, therefore, worth $21,812 with respect to the second
lieutenant) (17: 37).

M. Promotion potential to grades above the rank of
lieutenant colonel will not be increased.

N. Deterrence continues to be successful thereby allowing
the maintenance of a numerically stable force.

OVERVIEW

The balance of this study is divided into four chapters.
Chapter two advocates the case for replacement of much of the
Air Force officer corps. The advantages of a young, aggressive,
competitive force are expounded upon. The th i? chapter takes
the case for retention and describes the present conditions
which have bolstered experience levels. Tis chapter also des-
cribes potential problems for future retention. Chapter fbur
presents the cost analysis for the pilot, navigator, engineer,
and maintenance officer career fields. The final chapter
presents a summary and discussion of important findings and .I
makes recommendations with regard to the anrlysis.!

A 7



Chapter Two

THE CSS FOR REPLACEI'ENT

WHY REPLACE

The United States Air Force uses many different programs
to maintain and to improve the capabilities of the officers-
who man the ranks. The initial testing and screening insures
a mentally and physically sound input to the force (15: 39-41).
The requirement also exists to maintain a youthful force with
high standards of performance. The Air Force pursues this
requirement through several quality force initistives end a
promotion system which is geared toward identifying and
Advancing the best qualified officers while eliminating those
officers with marginal potential or substandard performance
(12:16). The fact that productivity and capability are not
Plways related to extensive experience or to military longevity
must be considered when weighing force competence.(1:30).-
The following treatise will expound upon these elements as
they relate to personnel replacement as a policy in the Air
Force.

The Air Force continues to attract bright, healthy young
people into its officer ranks. In fact, 1983 was the most
successful recruiting year in the history of the all volunteer
force (16:10). At this time there are no significant numerical
shortfalls in any officer career fields except for the pilot
and engineer areas. The new officer accessions are bringing
skills in computer competence and other technology to an
employer who is eager to use them. The Air Force hPs spent
and will continue to expend valuable time and money to make
today's officer corps computer literate. Ihis capability
already exists in many of the recent officer accessions due
to increased emphasis at the college, high school, and even
elementary school level on technical training. The high
cuality officer that we are gettina today may be more difficult
to recruit as the U.S. economy improves (16:10). The well
studied opinion of the author is that the U.S. economy is in
a Deriod of transition from a recessionary period brought on
by the demise of heavy industry to a period of economic boom
brought on by conversion to a computer based high technoloFgy_
industrial economy. In this type of economy the talented

5



technician will dempnd a challenging ob and a competitive
salary. It is in the best interest of the country to continue
paying the price for high ouality and then to keep only the
most qualified as well as those with the highest potential
for lerlership in the future (1:14-35).

UP OR OUT

Ti t brings us to the next subject which is the up or out
promotion and tenure system which hns been with us since the
Officer Promotion Act of 1q47 (1:30). Objections to this
system can be categorized in two areas. Tetractors accuse
the system of lowering morale because of the selection process
which fosters perceptions of promotion inequities and of
inadequate job secuvity (1:31). Others believe that this
system encourages early retirement and, thereby, pleces an
undue financial burden on the militpry.(2:65-66). To deter-
mine the accuracy of the allegations with respect to the
value of the system, an examination of the Army promotion
system prior to World War II is instructive.

In 1041 the Army bad a promotion system based on seniority
where officer orades came open only as the result of resig-
nations or death (1:29). The effect of this policy was a
stagnation in Rrade for junior officers and a very old general
staff (1:29). At the terrination of World War IT hostilities,
efforts were made to keep the Army from ever again creating
an officer corps who were anything less than a professional
and capable force. General Eisenhower testified before
Congress on the inadequacies of the seniority system and the
need for a more vital program for military promotion (1:10).
The result of this effort was the Officer Promotion Act of
1947 which stipulated the serpration of officers who failed
selection for captain or major. It further renuired that
those who failed promotion to lieutenant colonel or colonel
would be reouired to retire after a specified number of years
(1:10-31). I)OPL:A has continued the up or out reouirement and
expanded it in that majors may now be separeted prior to
retirement eligibility if they twice fail rromotion to lieutenant
colonel (1:31).

1 he present system makes competition for P limited number
of promotions an important aspect of daily job performance.
Tlis competitive atmosphere is created to improve the overall
ouality of the officer corps (I:1). The up or out function
serves not only to screen out the m rainel. performers, but it

*continues to evaluate the individual as he rains responsibility
commensurate with a. higher rAn. At the next rromotion point
an individual who showed 7reet rromise as ct tin but wps
mprpinpl as a mnior can be eliminated (1:3-74). A very

6



importent contrast can be made between the present militry
system and a security oriented system such as the U.S. Postal 0
Service. This type of promotion system Tahls the vital.ity of _
the present military system and suffers from many of the saer
ills apparent in the Army prior to World War TI.

DOPMA allows the Air Force to promote and keep highly
qualified officers while maintaining the option of re tinino .
fully oualified (though not Dromotable) officers Ps service
needs dictate. The most important functions of the present
system are that "it provides a youthful and vigorous officer
corps, and it permits orderly elimination of those officers
less qualified" (1:05). These two factors allow continuous
flow through the rromotion system for new officers and high p
rank advancement for the best of them.

7.
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Chapter Three

TFE n(USE FOR RET7NTION

WHY RETAIN

The requirement to maintain a core of highly skilled,
highly motivated, highly productive, and highly dedicated
professionals is nowhere more important than in today's
technologically advanced Air Force. The task of defending
the United States of America is a job for the brightest and
beat our nation hs to offer. Our present promotion system
(DOPMA) insures advancement of our most highly qualified
officers and current policy provides continuation for fully
qualified officers who are not selected for promotion.(1:19).
This policy, although subject to short notice revocation,
has allowed the Air Force to keep a significant number of
experienced personnel who would normally be lost through the -
up or out system (2:65). Maintaining this policy is an
important factor in the case for retention. It hs a posi-
tive effect on the morale of younger officers who are concerned
over job security and system inequities.(1:'1).

Massive losses of pilots and navi ators in the late 1q70's
cost the Air Force dearly in both experience and training
expense to fill the vacated ranks. We are now in a period
of high retention, and this situation could be exploited by
"bpnkinr" experienced personnel in case of another mess exodus
(16:10). Indications of an improving economy as well as work
force demographice point to a shrinkinp work force in the 18-22
age grouc and increased competition from borrorate_ managers
who wil. also be after this populption segment.(15:d1).
Increased retention rates reduce dependence on accuisition
thereby reducing competition in the youth job market. Inno-
vative ideas in the area of force stabilizetion may be the
answer. Job enrichment, educational opportunity, enhanced -

pay, fair promotion prospects, and retirement security are
all rart of the military benefitb package which must be addressed
if we are to retain large numbers of qualified personnel for
the future (5:41). How present Air Force leaders answer the
assaults on Air Porce member benefits will certainly affect .
readiness, retention, recruitment, end even the wnrtime
cAnability of the force.

8i



PRESENT SITUATION AND POTENTIAL PROBLEMS

,he present favorable atmosphere for keepinr our best
people in the service has been brought on by a combination
of factors. The first of these factors is the increase in
attention to defer'se needs by the present administration.
This hs had a positive effect on the imsee of the
military as well as an overall positive impact on morale.
Another factor hps been improved pay which boosted Air Force
salaries by over 30% in the past five years. This has been
a very positive force for retention especially when considered
in conjunction weak U.S. economy since 1q8O. The state of
the economy is considered to be the single most important
factor affecting retention (7:2). As the country entered ADD-
the recession in 1980, the job market for high paying airline
and middle management jobs began to erode. By 1981 even the
market for technical expertise such as engineering was drying
up. The bottoming of the recession in 1982 followed by the
economic upturn in 1983 reveals a rapidly improvina job market
(8:1). It would be indeed unfortunate if the Air Force should
experience large reversals in the retention progress of the
past few years.

Retention problems have lagged economic upturns by several
years, however, the Air Force has seldom managed these problems
in terms of forecast losses but has managed based on recent
losses and present shortages in specific career fields (e.g.
engineer shortages in the 1070's (14:'5) and pilot shortages
in the early 1qP0's) (15:41). As the U.S. economy continues
to improv% there could be more than a few big years of pilot
hiring by the airlines. As their furlough pool draws down,
they will increasingly turn to the military to supply the 0
well treined pilots they need. Middle managers for industry
will also be reouired, and the Air Force can expect recruitment
to reach into the officer ranks. This is not a new phenomenon,
but this time there is no excess of Vietnam era officers to
"take up the slack" of industry hires. Forecastina potential
shortages and taking positive action to minimize the lose of S
cuality people is a challenge for mid-level and senior Air
Force Leadership.
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Chppter Four

ANALYSIS

PILOT CAREER FIELD.

The followina cost analysis is intended to present finsn-
cial facts which will enhance management decision Drocesses.
The anplysis shows the total investment (in 1987 dollars)
u'de by the Air Force in an officer who separates (or is forced
out) at the 6, 8, 10, 12, and 14 year points. This will be
termed the replacement cost. The analysis will also list the
total investment (including retirement cost) for officers who
retire at the 20, 25, and 30 year points. This will be terred
the retention cost. Retention costs have been fieured for
the gredes of ceptain Pnd major to provide comprative fivures
for the continuation proposition.

Pilot Acquisition Cost (OTS) 9,000

Pilot Trainine (ITP") 258, t29

Post UPT Training to Full Qualification 400,000

Investment Oportunity Cost (Per Vepr) 40,076

Replacement Cost:

K Year Lose ....... 737,701
8 Year Loss ....... 808,123
10 Year Loss ....... 878,545
19 Year Loss ....... 948,967
14 Year Loss ...... 1,019,389

Retention 0ost:

20 Year Retain (Retires as Lt Col) 1,810,078
(Retires as ?:'aj) 1,702,070
(Retires no capt) 1,q70,178

10
-? -..



Pilot Retention Cost (Cont'd):

29 Year Retain (Retires as It 17ol) 2,066,411 5
(Retires as VaJ) 1,Q1,'54
(Retires as ('at) 1,752,548

O Yenr Retain (Retires as Lt Col) 2,276,381
SRetires ns VaJ) 2,103,579
Retires as Capt) 1,O03,470

NAVIGA TTR CAREER FIELD-

Npviqator Acquisition Cost (OTS) 9,Ono

Navigator Training (UNT) 60, cO?

Post UNT Training to Full Cualification 100,000

Investment Opportunity Cost (Per Year) 10,170 f

Rep!acement Cost:

6 Year Loss ....... 294,022
8 Year Loss ....... 364,44A
10 Year Loss ....... 434,866
12 Year Lose ....... 505,288
Il Year loss ....... 575,710

Retention 'ost:

20 Year Retpin (Retires as Lt Col) 1,366,587
(Retires as Vai) 1,257 ,q88
(Retires as Cppt) 1,126,087

25 Year Retain (Retires as Lt lol) 1,627,320
(Retires as isJ) 1,477,863
(Retires Ps CIpt) 1,308,A57

10 Year Retain (Retires as Lt Col) 1,832,290
(Retires as Mnj) 1,659,88"
(Retires as Cart) 1,450,379

I-[
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ENGINEER CAREER FIELD

Envineer Acquisition Cost (Weighted Average) 37,500

In Unit Trainina Cost 12,172

Investment Opportunity Cost (Per Year) ?,qSO

Replpcement Cost:

6 Year Loss ....... 193,030
8 Year Loss ....... 266,127
10 Year Loss ....... 339t224
12 Year Loss ....... 406,321
14 Year Loss ....... 473,418

Retention Cost:

?0 Year Retain (Retire as Lt Col) 1,247,080
(Retire as MeJ) 1,138,077
(Retire as Capt) 1,01c,619

25 Yepr Retain (Retire as Lt Col) 1,490,228
Retire as MaJ) 1,14,887
(Retire as Capt) 1,18P,677

30 Year Retain (Retire as Lt Col) 1,687,613
Retire as Maj) 1,513,447
(Retire as Capt) 1,132,286

12



ie

1.AINTENANnE OFFICER CAREER FIELD

Vaint. Officer A.cquisition Cost (Weiphted Average) 37,500

Maint. Officer Training Course * 14,024

In Unit Training Cost 12,172

Investment Opportunity Cost (Per Year) ,822

Replacement Cost:

6 YeAr Loss ........ 194,882
8 Year Loss ....... 261,979
10 Year Loss ....... 329,076
12 Year Loss ....... 396,171
14 Year Loss ....... 463,270

Retention Cost:

20 Year Retain (Retire as Lt Col) 1,36,32
(Retire as Maj) 1,127,29
(Retire as Capt) 1,005,471

25 Year Retain (Retire as Lt Col) 1,480,080
(Retire as Maj) 1,334,73q
(Retire as Capt) 1,179,529

30 Year Retain (Retire as Lt Col) 1,677,465
Retire as MAJ) 1,501,299
Retire as Capt) 1,322,138

• Figure obtained from Chanute AFP Maintenance Officer School.
Individual officer cost wes for 1982. Inflation factor from.
AFR 173-13 was applied to figure cost in IQ8R3 dollars.

All fimures used in this analysis (except as noted by
asterisk) were taken directly from or were derived from 
AFR 173-13.
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Chapter Five

StY'hARY AND DISCUSSION, CONCLUSIONS, AN') RECOMTENDATIONS

SUMMARY AND DISCUSSION

Although every economic, military, and political possi-
bility cannot be taken into account, this study assumes rela-
tive economic and political stability for the U.S. in the
foreseeable future as well as the success of the present Pol icy
of deterrence through military strength. These and other
assumptions in this study were made to provide a base from
which to develop the analysis. The reality may be suite
different, for, just as the Vietnam conflict, oil price bikes,
and economic fluctuations of the 1970's contributed to the
personnel problems previously noted in this study, the future
has Precarious potential. Regardless of the difficulties of
the past and the unseen problems yet to come, it remains the
responsibility of Air Force leadership to deal with these
problems while continuing to provide the best possible defense
for the nption. Long range, Intermediate range, and near term
personnel plpnning- rust fulfill this responsibility.

This project is dedicated to assisting the plannina process
by providing retention and replacement costs within a career
field and by displaying reletive costs between specialties.
The Air Force hs a need for field prade and general officers
in virtually all career fields. The numbei of officers in
esch career field and for each rank is provided to Personnel
planners, however, the actual numbers vary widely frow the
recuirements. This is due to the wide fluctuations in hiring
Practices over the past two decades. The large influx of
rated officers during the Vietnam era followed by the post
Vietnam draw down and mass exodus of the late 1970's created
"bulges" which are difficult for personnel planners to force
into a structured rank syster. To get the system back in

• "balance reauires a close look at promotion quotas, the present
policy of continuation, and possible reductions in certain
career fields. The analysis provided by this study shows the
cost of losing too many officers as well as the cost associated
with retaininr more officers than are necessary in each of
the inventipated career fields

I14



CONCLUSIONS

Correct personnel mpnagement and retention policies provide
a continuous flow of qualified officers into the higher rank's
so that the lieutenant colonel who leaves the service is not
revlaced by a second lieutenant but by an experienced major
(1:3d). It is Plso importpnt to remember that shortages in
critical skills such as ... experienced in the pilot ranks 
in recent years are in fpct made up by second Jioutenpnts, and
the ACir Force 'Ayes with the experience Rap. How well the
officer corpos is preppred to meet future challenges will be
determined by the planning decisions made by the personnel
mpnaeement force of today.

The following figures are derived from the anplysis in
chapter four. The figures will compare the life cycle cost
of replacing an officer versus the cost of retaininm that same
officer through retirement (10 years will be used as the life
cycle). In these cases no experience factor will be figured
into the results. Three replacement cases are listed for each
career field and two retirement cases are provided for the
comparison. Each case describes a combination of replacements
which covers a 30 year period. The reader will notice that
compounding the investment op~portunity cost results in extrerely
high replacement costs for the pilot career field.

Cost of Pilot Replacement Over a 30 Year Life Cycle:

Replace Every61 Years .................... 36,?,8

Remove at 1.1 Years/Replace Twice at 8 Yeers 3. ,409~,821

Cost of Pilot Retention Over a 30 Year Life Cycle:

20 Year Retireirent as Lt Col plus
One 10 Yesr Replacement ................. 2,980,779

30 Year Retirement (as It Col) ............ 2,276,381
(as Lmaj) ............... ?,103,579
(as Capt) .............. 1,903,470

Cost of Navigator Replacement Over a 30 Year Life Cycle:

Replace Ivery 6 Years .................. *fee* 2,412,56Q

Remove at 14 Years/Replace Twice at 8 Years .. 1,601,560
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Cost of Navigator Retention Over a 10 Year Life Cycle:

20 Year Retirement as Lt Col plus
One 10 Year Replacement .................. 1,914, I

50 Year Retiremnent aesLt Col) ................1,832,290
(a• VFa ) ................ I , 659,488
(as Capt) ................. 1,459,379

Cost of Engineer Replacement Over a 30 Year Life Cycle:

Replace 'Tvery 6 Years ....................... 1,312,211

Replce Every 10 Years .................... .. 1,177,130

Remove at 14 Years/Replace Twice at P Years .. 1,112,353

Cost of Engineer Retention Over a 30 Year Life Cycle:

?0 Year Retirement as Lt Col. plus
One 10 Year ReDlacement .................. 1,612,852

L
10 rear Retirement (as Lt Col) ............... 1,687,61A

as Maj) .................. 1,513,447
as Capt) ................. 1,332,286

Cost of Maint. Officer Replacement Over F 30 Year Life Cycle:

Rep'.ce Every 6 Years ....................... 1,402,151

Repnlce Tvery 10 Years....................... 1,184,786

Remove at 14 Years/Reilyace Twice at 8 Years .. 1,120,579

Cost of Maint. Officer Retention Over a 30 Year Life Cycle:

20 Year Retirement as Tit Col plus
One 10 Year Replaceent .................. 1,62,232

30 Yepr Retirement (as Lt Col) ............... 1,677,469
(as Maj) . 1,503,299
(as CSapt) ...... . 1,322,118

These figures were generated by the simple addition of
costs associated with the given situations for each career
field. The results for these cases lead to the conclusion
that it is more cost effective to retain pilots and navigators
to retirement, however, replacement of engineers and mainten-
Pnce officers is the lower cost alternative. mhis would be an
erroneous conclusion since a very importent factor is missing
in this eveluption.
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The factor which wns not sccounted for in the previous
eYmrvle wns experience, or, what will be referred to as the
lpck of experience fector. "his fpctor will now be Ppplied
to !;Il figu:-es in the Inst example with the exception of the
10 yerr retirement cpse. This is becpuse there is no loss of
experience if an officer stays in the service for the entire
30 veer life cycle. The exact worth of experience hAs seldom
been given a specific value in past studies because the precise
correlation of experience to correct decision making and, thus,
to dollar savin.s has been a difficult factor to cuantify.
This study takes a different lool at how to define experience.
It is ouantified here as the cost to the U.S. Air Force to
retain an experienced officer versus the cost of an inexperi-
enced or less experienced officer. The cost is the difference
in pay between (for example) a major and a lieutenant to retain
the experience of the major. The Air Force is, therefore,
spcrificine that experience (i.e. that Day differential) when
an experienced officer is lost and a younger officer with
less experience takes his place. The Air Force must pay a
premium for menaement and leadership experience. The present
pay scale takes this into account. This study will only use
this same pay scale to include a lack of experience factor
in the recomputation of replacement costs for the previous
examples.

Cost of Pilot Replacement Over a 30 Year Life Cycle:

PRerlace Every 6 Years ....................... 6, 51,13.

Replace Every 10 Yeers .. .............. ,0,5

Remove at 14 Years/Replace Twice at F3 Years .. 3,708,71q

Cost of Pilot Retention Over a 30 Year Life Cycle:

20 Year Retirement as Lt Col plus
One 10 Year Replacement ................. ,167,

3r Year Retirement (Ps Lt Col) ............. 2,276,781 •
(as Mai) ............... 0... 2,1I03,r,70

(as Capt) . ................... , q0 .' 470

Cost of Navigator Replacement Over a 10 Year Life Cycle:

Replece Every 6 Years ....... 2,P20,809

-Replace Every 10 Years .................... ?,061,7q-

Remove at 14 Years/Replace Twice at 8 Years .. 1,90A,458
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Cost of Niavir, tor Retention Over a 30 Year Life Cycle:

20 Year Retirement as Lt Col plus
One 10 Year Replacement .................. 2,100,q40

10 Year Retirement (as Lt Col) ............... 1,832,290(a s Ala j ) ... . . .0 9 0 6 1 , 6 5 q , A8 8(as capt) ........ .. a*.* 1,459,179

Cost of Engineer Replacement Over a 30 Year Life Cycle:

Replace Every 6 Yesrs...................... 1,720,937

Replace Every 10 Years 1........... ,A949496

Remove at I& Years/Replace Twice et 8 Years .. 1,415,251

Cost of Engineer Retention Over a 30 Year Life Cycle:

20 Year Retirement as Lt Col Dlus
One 10 Yeer Replacement ................. Sa2

30 Year Retirement (as Lt Col) ............... 1,687,61i9
(as Maj) .................. 1,913,447
(as Capt) ................. 1,312,28)

Cost of Maint. Officer Reolpcement Over a 30 Year Life Cycle:

Replace Every 6 Years ....................... 1,810,477

RenIpce Every 10 Years....................... 1,502,152

Remove at 14 Years/Replace Twice at 8 Years .. 1,421,A71

Cost of Maint. Officer Retention Over a 30 Year Life Cycle:

20 Year Retirement as Lt Col plus
One 10 Year Replecement .................. 1,808,762

30 Year Retirement (as Lt Col) ....... ..... 1,677,469,
as MaJ) .. ............. 1, 503, 29c -,
as Cant) *............... 1, x22, 138 .

Now that an experience factor has been applied to the
cse firures, the retention option is sttractive for ell csreer
fields when nompred to the situation which requires replace-
ment at six -ear intervals. Continuation of majors and
captains to :,.ie 10 year retirement point also appenra to be
attractive from a strict monetary perspective. 'To explain
more clearly how these fiures were derived, there follows a
sample of cost additives for the retention antl replacement cases.
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Sample fost Additives for Retention to Retirement:
.0

Training and Acquisition Cost
+ Pay and Allowances Through 30 Years of Service
+ Retirement Pay

Total Cost Over 30 Years

Sampl.e Cost Additives for Replacement (e.. Replnce Every 10 Yrs.):

i X Traininq And Accuisition Cost
+ 1 X Pay and Allowances Through 10 Years of Service
+ A (Compounded) Investment Opportunity Cost for Each _

Additional Trainine Requirement
+ Laclk of Experience Factor

Total Cost Over 30 Years

The most obvious conclusion which can be drawn from the cost
comparison in the cases which included a lacl of experience
factor is that retention is less expensive in the arpregcte.
That is to say that in those instances where replacement is
more economical than retention it is not preponderantly so.
Fowever, in the pilot example the cost of severpl replacements
could be more than three times the cost of retaininp one
officer for the entire life cycle (a cost in excess of four .

million dollars).

The reason for displ.ayint the figures in a thirty year
life cycle is to show the considerable monetary saving which
can be realized by continuinr captains, majors, and lieutenant
colonels to thirty years. To allow this to occur would reouire
a chance to the present law (T)OPMA) so that tenure could be
extended to thirty years for erades below colonel. A further
broadenine of the present continuation policy would also be
required. Both of these points are politically sensitive as
was discussed in orevious portions of this text. The fipures
speak for themselves. Any combinption of retention or
reDlacerent cases can be calculated. How to apply these fActs
and conclusions to future personnel challenr.es is the remainn iv.
tonic for discussion.

RECOMMENT ATIONS

The following recommendations are based on what the author
considers to be the conservative findings of this analysis.
The assumptions and fpctors applied to the figures in this
study may not asree directly with the reader's viewpoint.
However, this study wes made so that any fpctors or numbers
could be added, deleted, or chanaed (so Iona as they are
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realistic with resnect to the actual personnel costs involved)
and the outcome of the analysis will be the sare. Whpt is the
cost of lost investment opportunity? What is the repl value
of experience? This study quantifies (albeit conservatively)
these factors. The recommended course of action should be the
same regardless of the factors used.

The recommendation is that the Air Force should go to a
longer contract for all officer accessions, prticularly Air
Force Academy, ROTC scholarship students, pilot, and navigator
accessions where training costs are the highest. Any addition
to the commitment significantly reduces life cycle costs in
the form of additional training and accessions. An eight veer
contract would not seem out of line for the level and the
expense of the training/education received.

The second recommendation concerns the DOPYA provision which
reouires officers below the rank of colonel to retire prior to
thirty years' service. There is an alternptive to the either/or
Proposition presented by those who champion seniority end by
those who fav,,- the up or out system. Some portion (certainly
less than ten percent in the grade of major and lieutenant
colonel) of those below the grade of colonel could be continued
based upon merit and service needs. Records of those wishinp.
to continue to the thirty year point would coronete yearly for
the limited number of slots. This would retain the best of
the Air Force experience pool while reducing training end
acouisition costs.

The final recommendation is to use this study in concert
* with personnel surveys and feedback from the field to best

determine Policy implementation. Although sevine money is
an ever important factor in any decision, it would be to the
detriment of the Air Force and the nstion if dollars are spved
at the expense of readiness.
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